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Management 


REVIEW 


DURING the last war a manufacturer of 
ladies’ skirts received an order from the 
government for a large number of horse 
blankets. He started out to manufacture the 
blankets, only to meet opposition from his 
manager, who expressed doubt about the 
company’s ability to make them. “We're a 
skirt company,” the manager complained, 
“not a blanket company, and certainly not 
a horse blanket company.” The manufacturer 
considered the matter for a minute, then he 
said: “Don’t think of them as blankets. Con- 
sider them as skirts—skirts for horses.” The 
order was efficiently completed. 

This is an animated version of a case briefly 
referred to in one of the best statements about 
defense production problems that we’ve seen 
to date (Increased Production for Defense 
Needs—page 2). The author cites it by way 
of showing how a negative approach among 
personnel may sometimes be encountered 
when a plant begins heavy and unusual op- 
erations for defense production. It exempli- 
fies, too, what is meant by getting away from 
the “business as usual” attitude. 





| Philadelphia a survey of the attitudes of 

industrial workers disclosed that 36 per 
cent of the workers would have quit their 
present jobs for jobs paying $2.00 more a 
week. Sixty-nine per cent believed their em- 
ployers could afford to pay better wages, and 
only 29 per cent knew how much money their 
companies had made or lost during the past 
year. One very obvious conclusion to be 
drawn from this survey is that it is imperative 
to keep employees informed on company 
financial progress; for this reason we hail 
the new movement of preparing special em- 
ployee financial reports. See page 13 (A 
Survey of Employee Attitudes). 


ON’T reach any negative conclusions 

about a student’s chances of making his 
way in the world on the basis of his report 
card. Guess what was found out when a check 
was made of the class ratings of all the living 
M.L.T. graduates in “Who’s Who”? It was 
disclosed that of those listed more came from 
the very bottom academic rank than from 
any other group! Read about Geese That 
Became Swans on page 14. 
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General Management 


Increased Production for Defense Needs 


ODAY the need for speed in 
2 seal production is even 

more urgent than in the First 
World War. Yet our progress this 
year has been slower than in 1917. 

The cause of failures in the last 
war was traced back to management 
—management in private industry; 
management of the railroads; man- 
agement of government. Concentra- 
tion on the solution of management 
problems is the need today. 

This is a bold statement, but it is 
based on experience in both industry 
and war: Total productivity of war 
matériel can be increased at least 20 
per cent by raising the management 
methods of most of the plants to the 
standard of the best plants. 

This means the availability for 
more production of one-sixth of the 
men employed. It means, since speed 
is governed by the slow producer, a 
great advance in time of completion 
of the vital elements of our program. 

A further assertion, based on World 
War experience: Final delivery of 
complete units can be expedited to an 
even greater degree by correlating 


production of all components entering 
into a complete unit. 

Lack of correlation of delivery of 
items and components to make up 
complete units was a major cause of 
delay in 1917-1918. It will be one of 
the major problems in our present de- 
fense production. The problem is 
largely one of management. It in- 
volves not merely the keeping track, 
by the War and Navy Departments, 
of promises and deliveries. It involves 
factory operation of the most ad- 
vanced type. 

The complications and the detailed 
problems to be solved in 1917-1918 
were tremendous, and today they are 
similar both in procurement and pro- 
duction. A single shell for the 75 mm. 
gun, urgently needed in France in 
1918, consisted of 63 parts. Each had 
to be manufactured separately. Many 
of the parts came from different plants 
in different sections of the country. 
Every one was necessary for comple- 
tion of the shell. 

One poorly-managed plant could 
and did hold up entire shipments of 
armament. 


For publishers’ addresses or information regarding articles or books, apply to AMA headquarters. 
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Eight months after the last War be- 
gan, the chief delays in the various 
plants were found to be caused by: 

(1) Government slowness in mak- 
ing decisions on design and its ten- 
dency to make changes in design dur- 
ing manufacture. 

(2) Priority difficulties between de- 
partments. 

(3) Delays in 
parts. 


ordering minor 


(4) Lack of required raw material. 

(5) Handicaps due to new plant 
and machinery. 

(6) Slowness of sub-contractors. 

(7) Lack of inspection standards. 

(8) Antiquated executive plant per- 
sonnel. 

(9) Poor methods of estimating 
and accounting in the plant. 

(10) Defective work which wasted 
time and material. 

(11) Lack of authority of inspec- 
tors and production men to enforce 
speedy production, and faulty liaison 
with Washington. 

(12) Insufficient planning of intri- 
cate or even of simple production, re- 
sulting in unequal distribution of 
work to machines and men, with con- 
sequent falling behind in the produc- 
tion of certain parts which delayed 
completion of an order. 

(13) Shortage of labor, especially 
in smaller plants located near Govern- 
ment establishments or near private 
plants paying high wages. 

(14) Transportation delays. 

(15) Shortage of fuel. 

This is a varied list, and yet most 
of the items come right back to man- 
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agement—management in government 
and management in industry. 

Management in government involves 
prompt decisions, with politics elimi- 
nated; well-regulated priority require- 
ments in raw materials and in sched- 
uling production; skilled government 
inspections in the plants; follow-up 
of individual orders to correlate them 
for scheduled time of final assembly; 
assistance to manufacturers in meet- 
ing schedules. 

Management in the industrial plant 
involves acceptance of orders with 
assurance that delivery dates can be 
met; knowledge of the capacity of 
every department and piece of equip- 
ment; maintenance of the raw ma- 
terials’ inventory required for orders; 
knowledge of the time required to re- 
plenish raw materials or manufactured 
parts; knowledge of standard times 
required for every machine and work- 
place; planning of manufacturing or- 
ders sent to the shop based on ad- 
vance knowledge of the capacity of 
each department and of each essential 
machine; entering these orders in the 
shop in the sequence and volume that 
will insure progress on schedule time; 
maintenance of production records 
that keep both plant executives and 
the government officers constantly in- 
formed of status of progress; establish- 
ment of measures of productivity for 
the workers; maintenance of quality 
through planned inspection methods; 
and gaining the thorough interest of 
the workers in doing every job quickly 
and well. To accomplish these things 
requires an organization of executives 





experienced in management methods 
and labor relations. 

The attitude of the personnel is an 
important factor. One large manufac- 
turer of skirts who had received an 
order for army blankets found that 
his manager objected on the score of 
his employer’s lack of experience. 
The manager was told that he was 
simply making “skirts for horses,” 
and the way was cleared. 

I have stated that total productivity 
can be increased at least 20 per cent 
in addition to the increase which may 
be made as a result of better corre- 
lation. It is obvious that increased 
productivity can be attained by ex- 
panding equipment and utilizing mis- 
cellaneous tools in small neighboring 
shops. But the increased productivity 
referred to is attained by developing 
management methods, as has been out- 
lined, and is in addition to gains from 
expansion of equipment. 

Each plant must be treated as a 
special problem; no two are alike, nor 





can a universal “system” be adopied 
to fit all cases. In our present emer. 
gency, short cuts are necessary; for 
example, elementary time studies usu- 
ally take too long, and financial in. 
centives to workmen are often im- 
practicable because of the variety of 
parts to be made. Standardization js 
vital but must often be approximate, 
“Ritual” must be avoided. Improve. 
ment must be in terms of modifica- 
tions of present methods to correct 
specific defects without upheaval of 
personnel or organization. Above all, 
changes must be made by the plant 
personnel with advice and assistance 
from experienced executives and con- 
sultants where needed, but not as 
arbitrary requirements. The problem 
is not the introduction of “system” but 
the modification of production meth- 
ods to fit the new conditions. By 
SanForD E, THompson. Advanced 
Management, October-December, 1940, 
p. 153:6. 


Research Activities of Trade Associations 


ANY trade associations have their own laboratories with trained scientists 
who devote their full time to problems of the industries served by the 





associations. In a survey just completed, it has been found that 35 out of 113 
manufacturing trade associations affiliated with the National Association of 
Manufacturers in the National Industrial Council conduct research activities. 
Eleven of them have their own laboratories or cooperate with others in sup- 
porting laboratories. The average annual research budget of 27 associations 
reporting specific figures was $36.960. The median budget was $25,000. Two 
associations spend more than $100,000 a year. Twenty-one of the associations 
finance research projects for their members at universities, seven at research 
foundations, and three at commercial laboratories. 

—Dr. Kart T. Compton in “2% for Research” (N.A.M. 12/40) 
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Office Management 


“Form File’? Cuts Cost 


EEPING a file of all forms in 
use throughout the LaSalle Na- 
tional Bank, Chicago, has en- 

abled that institution to eliminate the 
possibility of costly errors in purchas- 
ing, and has furnished the purchasing 
officer with a readily accessible source 
of requisite technical data. 

Each form in the bank is given a 
number and a letter designation which 
is changed each time a change is made 
in the form. This information is re- 
corded in its proper place in the form 
file, and it is easy to determine how 
many changes have been made in any 
form. 

The delivery ticket on each item is 
also placed in the form file along with 
the form and comments in regard to 
suggestions advanced for changes. 

The management has made it a 
“must” policy before reordering to 
check up with employees as well as 
executive officers. A memorandum is 
sent ahead of time to all those who 
may have ideas on the redesigning of 
the form. This memorandum requests 
those using the form to look it over 
and make suggestions for improve- 
ments. Such questions as the follow- 
ing are asked: 

Is the form adequate as it stands? 
Can you make any suggestions which 
will improve it—either to make it 
more useful, to avoid errors, or to re- 
duce the expense of the operation car- 
ried out on the form? 
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When suggestions are made which 
have been previously tried out and 
found wanting, the previous form is 
taken from the files and reviewed with 
the person who made the suggestion. 
The flaws in his proposal are pointed 
out to prove to him that his suggestion 
isn’t practical and also to let him know 
that proposals are being closely an- 
alyzed. 

If, after a new suggestion has been 
turned in, it is decided that a form 
can be changed advantageously or 
consolidated with some existing form, 
the next step for the purchasing officer 
is to make sure that the bank will de- 
rive the fullest possible benefits in the 
purchase and use of the specific forz. 
Simple but thorough tests are applied 
to the product to verify the specifica- 
tions furnished by the sales agent or 
manufacturer. 

It is essential that paper stock be 
of proper weight and quality to suit 
the purpose for which it is intended. 
To be sure, it is difficult for a purchas- 
ing officer to determine the degree of 
rag content of paper other than water- 
marked stock. However, if he has a 
fair amount of technical knowledge, 
he can tell the quality of a product by 
the “feel and tear” test. This consists 
of tearing paper both with and across 
the grain, and determining how much 
pressure is required to make a separa- 
tion. Rag-content papers come in 
several classifications, but in more 











commonly used qualities a perceptible 
effort should be required to separate 
the cloth fibers in making the “feel 
and tear” test. 

Sulphide papers come in different 
grades, of which the two lower classi- 
fications, numbers three and four, are 
hardly adaptable to work that calls 
for clear, dignified copy. Grades one 
and two should be presentable sheets, 
and the tear test should require slight- 
ly less pressure in separating long- 
fiber pulp paper than is required in 
the case of rag-content paper. 

It has been found profitable to 
strive for combination runs when 
placing an order with the printer. 
Consequently, in planning the print- 
ing of various forms, the bank de- 
termines how many other forms which 
are printed on stock of similar qual- 


Ways to Save 


1. Have carbon copies of all replies 
to correspondence typed on the back 
of the original letters. This eliminates 
entirely the need for second sheets and 
simplifies filing. 

2. Correspondence file folders can 
be used twice or more by doubling 
back and/or using gummed slips over 
previous names. 

3. The use of half-and-half memos, 
one side for the message and the other 
for the reply, will save time and money 
in inter-office and salesmen’s corres- 
pondence. 

4, Eliminate duplicate mailings of 
letters from different departments to 


6 


ity, color and weight are nearing the 
time of reorder. 

A simple procedure to follow in 
this connection is to order forms for 
a definite length of time, say six 


months. To take advantage of com. 
bination runs, the number of pieces 
ordered in each item is so regulated 
that the reorder period on all forms 
will occur at approximately the same 
time. 

The form-planning system outlined 
herein has helped develop employee 
ability and initiative. | Use of the 
questionnaires has singled out the em- 
ployees with high intelligence and 
creative ability—important factors in 
deciding on promotions and salary in- 
creases. By Leonarp C. PHILLIPs. 
Bankers Monthly, December, 1940, p. 
670:4. 


Office Expense 


the same branch office, district man- 
ager or salesmen by having all such 
mail collected and sent in one daily 
envelope. 


5. In many cases red-and-black type- 
writer ribbons are unnecessary. The 
use of all-black ribbons when possible 
will cut down typewriter ribbon expense 
considerably. 


6. An ordinary electric light under 
a piece of ground glass will help 
clerks opening mail to ascertain that 
envelopes are empty. 


7. By numbering vouchers with the 
number of the month and starting each 
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he month’s at “one,” using a cipher letter ask for telegraphic reply in your mes- 
as a buffer, it is possible to save con- sages. 
in siderable time in filing and locating 10. Government stamped postcards 
or vouchers. are suitable for acknowledging orders 
31x 8. To avoid risk of loss in cases and save the cost of first-class mail 
m- where currency or stamps are passed acknowledgments. 
~ through the office accounting system, 11. Scratch pads for office memos 
ed make out duplicate cash receipts in the can usually be obtained without charge 
ms cash receiving section. Duplicates of from your regular printer. He makes 
me stamp slips are used as petty cash them up from cuttings. 
vouchers. From “50 Ways to Save Office Ex- 
ed 9. The slips now available on tele- pense.” American Business Portfolio 
yee graphs—“‘A Reply by Telegraph Is of Executive Planning Charts, Dartnell 
the Requested”—make it unnecessary to Publications, Inc., Chicago, 1940. 
‘m- 
ind 
in 
in- 
PS, Allocation of Office Overhead 
p- 
QNE HUNDRED THREE companies replied to a recent questionnaire that 
sought to determine the extent to which management allocates general office 
expenses to the various office departments and the basis on which such allocations 
are made. The responses show that a surprisingly large number of companies— 
three out of four—do generally allocate office overhead to the office departments, 
} to the divisions, to the product, or to the territory. Furthermore, more than half 
of these organizations allocate at least a majority of the particular expense items 
included on the questionnaire. It is perhaps significant too that, while a number 
of concerns report recent refinement of their allocation policies or dropping of 
on, some of the items, no company reports total abandonment of the policy. 
h Specifically, 71 per cent of the respondents with an allocation policy allocate 
uc expenses by department, 16 per cent by division (sales, etc.), 6 per cent by 
aily department and division, 6 per cent by territory, and 1 per cent by commodity. 
Fifty-eight per cent allocate more than eight items, while 42 per cent allocate 
eight items or less. The expenses most commonly allocated are (in order of 
mr frequency): telephone toll calls; telegrams; stationery and office supplies; local 
ad telephone calls; postage; heat, light and power; repairs to office equipment; 
The and rent. 
ible Improved cost control, operating economies, and increased cost-consciousness 
on the part of department heads were reported to be the principal results of 
nse the adoption of an expense-allocation policy. From the information furnished 
by the respondents, it would appear that the advantages derived from an allo- 
cation policy well outweigh any difficulties or disadvantages. 
der —NOMA Forum 4/40 
elp 
that 
h p» THE COST of killing one enemy soldier was 75 cents for Julius Caesar; $50 
the } in the Thirty Years’ War; $5,000 in the American Civil War; $25,000 in the 
ach World War; and over $50,000 in the present European war. 
—Lreo M. CHERNE 
yiew January, 1941 7 








Employee Suggestions Save $65,000 Annually 


JD URING the 18 months ending September 17, 1940, the Illinois Central 
System paid $21,000 to its employees for 2, 117 suggestions telling the rail- 

road how to improve operations and services or to better working conditions. 

Gross savings of over $100,000 have been effected through the suggestions. More 

than 25,000 ideas were submitted during the period. 


All suggestions are submitted on numbered blanks which the railroad makes 


available at convenient places on the system. The suggester does not sign his ag 
name but detaches a correspondingly numbered stub. He sends his suggestion siv 
by mail to a division suggestion committee. The committee acknowledges receipt 
of suggestions by posting numbers on bulletin boards. By decision of the com- ha 
mittee, suggestions are categorized under the following headings: (1) sugg-stions as 
adopted; (2) suggestions requiring additional information; (3) suggestiors 
requiring discussion; (4) suggestions held for further investigation; (5) sugges- - 
tions previously declined but reopened at request of suggesters—now bei-g 
investigated further; (6) suggestions investigated and found to be in effect as 
far as practical; (7) suggestions found impractical after investigation; (8) sug- an 
gestions that represent clear thinking but cannot be profitably employed; (9) un 
suggestions duplicating ideas that have previously been considered. fat 

The contributor is invited at any time to write, phone or call in person at ‘ 
the offices of the committee to discuss his idea or find out why his suggestion ity 
may not have been put into effect. It is his privilege to have the suggestion ag 
reconsidered if he still feels that he has a workable idea. To insure further r 
against overlooking good ideas, the committee members constantly review previous a. 
suggestions. tee 

Awards are based on the savings or profits made during the first year a dis 
suggestion is in effect, and have ranged from the $5.00 minimum to one for $1,863. 

Many employees have earned cash prizes repeatedly: for example, an engineer gr 
in the mechanical department has received 46 awards, and a chief clerk in the an 
drafting department 25. 

—American Business 10/40 he 
be 
dis 
mi 
la 

Handling the Anonymous Grievance pl 
ac 
MAY concerns follow the practice of tossing anonymous letters from em- . 

ployees into the wastebasket. Some such letters, however, contain informa- P 
tion which should be used for the benefit of employees and the company. ab 

Cluett, Peabody & Co. follows the practice of keeping its people informed be 
as to activities and policies that affect them, by having superintendents read 
messages to all employees. Sometimes the messages are posted, and sometimes by 
printed and distributed. This practice affords an avenue for presenting anony- Sas 
mous letters that are worth attention. 

The number of anonymous letters has thus been reduced, because a dis- 6 
gruntled operator with a valid grievance would rather present it personally de 
than have it broadcast, and one with a grievance based on grudge or personal 
animosity would hesitate to send an anonymous letter because the source is aL 
apt to be suspected upon publication. ti 


—-Business Ideas for Increasing Profits (Prentice-Hall, Inc.) 1/1/41 
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Personnel 


Trends in Company Benefit Plans 


OR the most part, 

benefit plans have had a_ hap- 

hazard growth. Only a few man- 
agements have visualized an all-inclu- 
sive program of employee protection, 
have initiated and liberalized the plans 
as conditions warranted, and finally co- 
ordinated them in a general scheme. 

A complete battery of company plans 
provides protection against the risks of 
unemployment, total disability and 
fatal accidents, and temporary disabil- 
ity due to sickness or accident and old 
age. There are 11 principal types of 
plans—unemployment benefits, guaran- 
teed employment, annual-wage plans, 
dismissal wages, wage-advance plans, 


company 


group life insurance, accidental death 
and dismemberment insurance, group 
health and accident insurance, mutual 
benefit associations, non-contributory 
disability benefits, and pension plans. 


Unemployment Benefits: The oldest 
management type of protection against 
layoff is the unemployment benefit 
plan. Eighteen company plans were 
adopted in the United States in the 
period 1916 to 1934, covering in all 
about 65,000 employees. Besides these, 
benefit plans were established jointly 
by employers and trade unions, mainly 
in the twenties, which applied to some 
60,000 employees in 1i industries. The 
depression of the thirties and the ad- 
vent of state unemployment compensa- 
tion forced the abandonment of most 
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of these plans, and only four company 
plans are now in operation. 


Guaranteed Employment: The 
growth of unemployment benefit plans 
was paralleled by the development of 
guaranteed-employment plans of even 
smaller proportions. These schemes 
assured the employees covered a stated 
number of weeks of employment, usu- 
ally 40 to 52 in the year, at full wages 
or a certain proportion of wages if 
employment could not be given. There 
is a record of six of these plans up to 
1934, two remained in August, 1937, 
and at present there are five. 


Annual-Wage Plans: Akin to guar- 
anteed employment are the few annual- 
wage or income-insurance plans that 
have appeared during the last two 
years. So far as can be learned, nine 
companies now have such plans, ini- 
tiated by management. The plans are 
designed to insure the worker a cer- 
tain annual income by guaranteeing 
weekly payments, some for 52 weeks 
and others for from 40 to 50 weeks in 
the year. In general, they apply only 
to hourly-rated employees. Almost all 
the plans base eligibility on length of 
which from three 
months to five years. 


service, ranges 


Dismissal Wages: Dismissal com- 
pensation plans, which have been 
adopted for the most part in the last 
10 or 12 years, provide cash settle- 


ments to employees who must be re- 








leased permanently. The number of 
such plans now extant in the United 
States has been estimated at not less 
than 200, with a coverage of over 
1,000,000 employees. Although many 
of these plans are informal, it can be 
said that formal plans with standard 
compensation schedules are increasing. 
The apparent trends are greater em- 
phasis on age in determination of 
benefit, reduction of the service re- 
quirement, and lump-sum rather than 
periodic payments. 


Wage-Advance Plans: Wage- 
advance plans, another recent develop- 
ment, have been initiated by five com- 
panies. These plans do not provide 
additional income over the year but 
are, rather, income-leveling procedures. 
In general, they enable employees to 
draw upon the company within speci- 
fied limits in weeks when earnings are 
low and to repay in weeks when earn- 
ings are normal. 


Group Life Insurance: This form of 
insurance has had a remarkable de- 
velopment. Since the issuance of the 
first important contract in 1912, cover- 
ing 3,000 employees and providing 
$6,000,000 of insurance, protection of 
this kind has increased at a much 
greater rate than ordinary life insur- 
ance. In 1939 group life insurance 
policies totaled nearly fifteen billion 
dollars, and the number of persons 
covered was estimated at nearly 10,- 
000,000, working for some 25,000 
firms. 


Accidental Death and Dismember- 
ment Insurance: Protection of this 


kind provides benefits for non-occu- 


10 





pational fatal and disabling accidents, 
with a maximum protection of $3,000, 
Premium rates are adjusted to the 
hazards of the industry. This type of 
insurance is sold together with group 
life or group health and accident in. 
surance and adds slightly to the cost 
of the latter, but in general the divi. 
dends to employers cover their part of 
the cost. 


Group Health and Accident Insur. 
ance: This form of protection, which 
has been adopted by hundreds of com- 
panies, affords benefits for sickness 
and non-occupational accidents. Gen- 
erally employers and employees con- 
tribute. Costs vary with the condi- 
tions: in ordinary circumstances, a 
liberal plan with a three-day waiting 
period providing benefits of 50 per 
cent of wages for six months, financed 
by equal contributions from both par- 
ties, would cost the management about 
0.5 per cent of payroll. 


Mutual Benefit Associations: Asso- 
ciations of this kind were the earliest 
means of providing health insurance 
in private companies. On the basis of 
sample studies, it appears that the pro- 
vision for disability is being liberal- 
ized, that benefits generally range from 
about $5 to $16 a week, and that about 
half the associations now provide a 
weekly benefit of $10. About one-third 
of the companies with mutual benefit 
associations provide a regular supple- 
ment to the employees’ dues. 


Company Non-contributory Disabil- 
ity Benefits: More than half of these 
plans pay the equivalent of the normal 
weekly earnings as benefit to those who 
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have fulfilled the service requirements, 
and about 40 per cent of them have a 
maximum benefit duration of one year 
or more. Costs vary but appear to 
concentrate around 0.5 per cent of pay- 
roll. Perhaps not less than 1,250,000 
employees are covered. 

Company Pension Plans: Company 
pension plans numbering 515, exclu- 
sive of railroads, were known to be in 
operation in the United States in 1939, 
with a coverage of about 2,400,000 
employees. Despite the advent of the 
national pension system, there is still 
plenty of room for supplemental pro- 
tection. Social security pensions will 
not be sufficient for the rank and file 
of wage earners for many years to 
come, and for persons earning more 
than $3,000 a year they are entirely 
inadequate. 

What are the future prospects of 
company benefit plans in the United 
States? 
life insurance may be expected; it does 


Broader coverage in group 


not cost much, and more and more it 
is being adopted by small concerns. 
Some firms have reduced costs by divi- 
dends as a result of favorable experi- 
ence, but when employees contribute 
they should share in such dividends, 


and a trend in that direction is appar- 
ent. This applies also to accidental 
death and dismemberment insurance. 
Protection in the form of company 
non-contributory disability benefits, in 
part supplemental to state workmen’s 
compensation, seems to be holding its 
own and shows a tendency toward lib- 
eralization. The rate of growth of 
mutual benefit associations has been 
declining in the last 10 years as man- 
agement has taken more initiative. 

There is meager American experi- 
ence with company unemployment 
benefits and guaranteed employment, 
which date back 25 years, and with 
annual - wage, dismissal-wage and 
wage-advance plans, which represent 
a recent development. Dismissal wages 
have by far the largest coverage be- 
cause of the many consolidations and 
reorganizations of recent years. In- 
terest is centered at present on guar- 
anteed employment and employment 
stabilization because of the recognition 
given them in unemployment compen- 
sation legislation. By Dr. Bryce M. 
STEWART. From an address before 
the Fifth Conference on Industrial Re- 
lations sponsored by Queen’s Univer- 
sity, Kingston, Ont., September 18-20, 
1940. 


Vacations with Pay in Union Agreements 


PPROXIMATELY two million union members, or 25 per cent of all organized 
wage earners in the United States, receive annual vacations with pay under 
collective agreements with their employers. The majority of these workers 
receive a maximum of one week’s vacation with pay after one year’s service 
with their employer. Approximately one-half million union members work under 
agreements which provide a two-week maximum for all or part of the work- 


ing force. 
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leased permanently. The number of 
such plans now extant in the United 
States has been estimated at not less 
than 200, with a coverage of over 
1,000,000 employees. Although many 
of these plans are informal, it can be 
said that formal plans with standard 
compensation schedules are increasing. 
The apparent trends are greater em- 
phasis on age in determination of 
benefit, reduction of the service re- 
quirement, and lump-sum rather than 
periodic payments. 


Wage-Advance Plans: Wage- 
advance plans, another recent develop- 
ment, have been initiated by five com- 
panies. These plans do not provide 
additional income over the year but 
are, rather, income-leveling procedures. 
In general, they enable employees to 
draw upon the company within speci- 
fied limits in weeks when earnings are 
low and to repay in weeks when earn- 
ings are normal. 


Group Life Insurance: This form of 
insurance has had a remarkable de- 
velopment. Since the issuance of the 
first important contract in 1912, cover- 
ing 3,000 employees and providing 
$6,000,000 of insurance, protection of 
this kind has increased at a much 
greater rate than ordinary life insur- 
ance. In 1939 group life insurance 
policies totaled nearly fifteen billion 
dollars, and the number of persons 
covered was estimated at nearly 10,- 
000,000, working for some 25,000 


firms. 


Accidental Death and Dismember- 
ment Insurance: Protection of this 


kind provides benefits for non-occu- 


10 





pational fatal and disabling accidents, 
with a maximum protection of $3,000, 
Premium rates are adjusted to the 
hazards of the industry. This type of 
insurance is sold together with group 
life or group health and accident in. 
surance and adds slightly to the cost 
of the latter, but in general the divi- 
dends to employers cover their part of 
the cost. 


Group Health and Accident Insur. 
ance: This form of protection, which 
has been adopted by hundreds of com- 
panies, affords benefits for sickness 
and non-occupational accidents. Gen- 
erally employers and employees con- 
tribute. Costs vary with the condi- 
tions: in ordinary circumstances, a 
liberal plan with a three-day waiting 
period providing benefits of 50 per 
cent of wages for six months, financed 
by equal contributions from both par- 
ties, would cost the management about 
0.5 per cent of payroll. 


Mutual Benefit Associations: Asso- 
ciations of this kind were the earliest 
means of providing health insurance 
in private companies. On the basis of 
sample studies, it appears that the pro- 
vision for disability is being liberal- 
ized, that benefits generally range from 
about $5 to $16 a week, and that about 
half the associations now provide a 
weekly benefit of $10. About one-third 
of the companies with mutual benefit 
associations provide a regular supple- 
ment to the employees’ dues. 


Company Non-contributory Disabil- 
ity Benefits: More than half of these 
plans pay the equivalent of the normal 
weekly earnings as benefit to those who 
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have fulfilled the service requirements, 
and about 40 per cent of them have a 
maximum benefit duration of one year 
or more. Costs vary but appear to 
concentrate around 0.5 per cent of pay- 
roll. Perhaps not less than 1,250,000 
employees are covered. 

Company Pension Plans: Company 
pension plans numbering 515, exclu- 
sive of railroads, were known to be in 
operation in the United States in 1939, 
with a coverage of about 2,400,000 
employees. Despite the advent of the 
national pension system, there is still 
plenty of room for supplemental pro- 
tection. Social security pensions will 
not be sufficient for the rank and file 
of wage earners for many years to 
come, and for persons earning more 
than $3,000 a year they are entirely 
inadequate. 

What are the future prospects of 
company benefit plans in the United 
States? 
life insurance may be expected; it does 


Broader coverage in group 


not cost much, and more and more it 
is being adopted by small concerns. 
Some firms have reduced costs by divi- 
dends as a result of favorable experi- 
ence, but when employees contribute 
they should share in such dividends, 


and a trend in that direction is appar- 
ent. This applies also to accidental 
death and dismemberment insurance. 
Protection in the form of company 
non-contributory disability benefits, in 
part supplemental to state workmen’s 
compensation, seems to be holding its 
own and shows a tendency toward lib- 
eralization. The rate of growth of 
mutual benefit associations has been 
declining in the last 10 years as man- 
agement has taken more initiative. 

There is meager American experi- 
ence with company unemployment 
benefits and guaranteed employment, 
which date back 25 years, and with 
annual - wage, dismissal - wage and 
wage-advance plans, which represent 
a recent development. Dismissal wages 
have by far the largest coverage be- 
cause of the many consolidations and 
reorganizations of recent years. In- 
terest is centered at present on guar- 
anteed employment and employment 
stabilization because of the recognition 
given them in unemployment compen- 
sation legislation. By Dr. Bryce M. 
STEWART. From an address before 
the Fifth Conference on Industrial Re- 
lations sponsored by Queen’s Univer- 
sity, Kingston, Ont., September 18-20, 
1940. 


Vacations with Pay in Union Agreements 


APPROXIMATELY two million union members, or 25 per cent of all organized 
wage earners in the United States, receive annual vacations with pay under 


collective agreements with their employers. 


The majority of these workers 


receive a maximum of one week’s vacation with pay after one year’s service 
with their employer. Approximately one-half million union members work under 
agreements which provide a two-week maximum for all or part of the work- 


ing force. 
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Employment Trends: 1929-1937 


IN the two most recent years of peak business activity, 1929 and 1937, approximately 

the same number of wage earners were working in the manufacturing establish- 
ments of the United States. An average of 8,329,548 wage earners were employed 
in 1929, against 8,567,738 in 1937, an increase of 2.9 per cent, according to the 
U. S. Bureau of Labor Statistics. But though the totals were closely comparable, 
employment in individual industries was not so static. 


Considering the changes by industries, the outstanding decrease in employ- 
ment occurred in the building material field—a drop of 22.8 per cent between the 
two years. Technological unemployment took place mainly in three industries— 
cigars, tires and tubes, and silk and rayon. Increases in employment in some 
industries compensated for losses in others; for example, a drop of 13,500 people 
in the manufactured ice industry was neutralized by a corresponding gain in 
the electric refrigerator field. In the manufacture of wooden boxes, there were 
4,500 fewer employees in 1937 than in 1929, but an additional 10,000 workers 
had been absorbed in the paperbox industry during the eight-year period. There 
were about six other industries reporting decreases either because of technological 
changes or changes in consumer tastes. 


Two virtually new industries, alcoholic beverages and synthetic resins and 
plastics, contributed approximately 76,000 new jobs to the total in the later year. 
Five other industries experienced increases in employment of more than 40 
per cent between 1929 and 1937—canning factories, stamped and pressed metalware, 
rayon production, aircraft, and asbestos products. At least 11 other industries 
showed a rate of increase in employment substantially greater than the nation’s 
increase in population during the same years. 

—Dun’s Review 9/40 


Office Workers’ Earnings 


HE annual tabulation of office workers’ earnings made by the New York 

State Department of Labor indicates that clerical workers employed by manu- 
facturing concerns in the state in October, 1940, were earning an average weekly 
salary of $35.04. The highest average ($38.25) prevailed in the “chemicals, oils. 
paints, etc.” industry group; the lowest ($26.71) was reported for clothing and 
millinery. 

The average weekly earnings of all factory employees including both office 
and shop were $29.06. The earnings of office workers were higher than those 
of shop workers in all groups of industries except water, light and power. 


The tabulation of earnings for men and women is based on a smaller number 
of reports because some firms cannot separate the number of employees and 
amount of payroll by sex. The average salary for men office workers was $45.25 
per week, approximately twice as much as that for women, who received $22.88 
per week. The earnings of office men in New York City were less than those 
of men upstate, but office women in New York City received more than upstate 
women. Comparison of average earnings for office and shop workers shows a 
greater difference between these earnings for men than for women. Men shop 
workers received $32.62 per week, compared with $45.25 for office men. Women 
shop workers received $18.17, only $4.71 less than women office workers. 


Included in the survey were clerks, stenographers, bookkeepers and other 
clerical employees in all production and non-production departments, also tech- 
nical employees such as draftsmen, chemists and other laboratory assistants doing 
routine work. 

—The Industrial Bulletin, N. Y. State Department of Labor 11/40 
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A Survey of Employee Attitudes 


URING the first six months of 
1940, a series of 20 questions 
was presented to a properly 

proportioned sample of Philadelphia 
industrial workers. It was the purpose 
of this survey to determine, first, what 
employees think about their jobs, and 
second, and more important, why they 
think as they do. It is obvious that 
when and if the “whys” can be de- 
termined, simple solutions to correct 
negative attitudes become apparent. 


The results of the survey disclosed 
many interesting and sometimes start- 
Thus, 35 per cent of the 
workers questioned stated they dis- 
liked their jobs, but only 39 per cent 
were qualified for another occupation. 


ling facts. 


Sixty-nine per cent believed their em- 
ployers could afford better wages (on 
the average, workers believed they 
should have received $4.87 more per 
week). Only 29 per cent knew how 
much money their companies had 
made or lost in the preceding year, 
while but 27 per cent had seen a re- 


cent statement. 


company financial 
Fifty-one per cent felt there was no 
chance for advancement; in fact, 36 
per cent would have quit their jobs 
for similar work paying $2.00 more 


per week. 


The study indicates that the dissem- 
ination of financial information in- 
creases a man’s liking for his job. The 
proof of this is shown in a recapitula- 
tion of the attitudes of the group that 
has 


received financial information 
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through a financial statement as op- 
posed to the group that has not. 


Not 
Seen seen 
state- state- 
ment ment 
DAN PRN RING a sinscnencciecscs 81% 59% 
Think employer can pay 
OE LNT 44 78 
Would quit for $2 more 
BE WH cecseticeseencos 8 47 
Average wage increase de- 
UE er uae Ln $3.07 $5.53 





If the desired wage increase can 
be reduced almost half, or 45 per cent, 
by showing a financial statement to 
employees as indicated above, would 
not this one factor alone make it 
profitable for a company to prepare 
such a report? 

The effect of diversified labor ex- 
perience may be measured by com- 
paring the attitudes of the 39 per cent 
qualified for other work with the 61 
per cent not qualified for other work: 


Not 
Quali- quali- 
fied fied 
ae | | en 74% 59% 
Think employer can _ pay 
ERT ee PBs tee Ser, 77 64 
Would quit for $2 more 
OE MII sc eiesescapschnnemeriitsc 28 41 


In the first recapitulation it was 
indicated that 
could improve relations with em- 


clearly management 
ployees by proper financial education. 
Here, too, a constructive measure is 
indicated: management should look 
favorably upon the applicant with a 
diversified labor background. Further, 
improvement can be made internally 
by the adoption of plans for intra- and 
inter-industry exchange of labor. 
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In proportioning the Philadelphia 
survey for purposes of representative 
accuracy, various natural group clas- 
sifications became available for fur- 
ther recapitulation. For instance, the 
study oi sex classifications revealed 
the important fact that, generally, wo- 
men are negative in their attitudes to- 
ward jobs, management and policies. 
They are more prone to criticize. More 
than half the women would quit if 
offered $2.00 more per week in other 
employment. 

The male classification runs close 
to the general average of all em- 
ployees, indicating that, if a choice 
were to be made, the man could be 
depended upon as the more stable 
worker. 

Marriage has little or no effect upon 
a man’s attitude toward his job; but 
slight effect on wage satisfaction; no 





influence upon opinion of working 
conditions; but it does noticeably in. 
crease company loyalty. 


The race classifications establish the 
native white as close to general aver. 
age in attitude; the negro as amaz. 
ingly vacillatory in his opinions; the 
foreign-born worker as decidedly neg. 
ative and depressed. Further, the for. 
eign-born worker is more inclined to 
join unions, and his depressed attitude 
is in direct relation to this tendency, 


Recapitulation of service groups 
proves beyond doubt that long em- 
ployment (more than five years) 
brings forth all the favorable attitudes 
that management desires, while the 2- 
to-5 year group is most dissatisfied. 


By RemseEN J. Cote. Public Opin- 


ion Quarterly, September, 1940, p. 
497 :10. 


Geese That Became Swans 


H°wW valid are college grades in diagnosing a man’s ability? To answer this 

question a study was made of living graduates of the Massachusetts Institute 
of Technology who have achieved the distinction of being catalogued in “Who’s 
Who in America,” “Who’s Who in Engineering” or “American Men of Science.” 
The men were classified in deciles by relative academic standing. 


Of the 442 M.I.T. graduates whose names appear in “Who’s Who in America,” 
more came from the bottom of their classes (96) than from any other decile. 
Is this because their creative ability was not scientific? Were these men ducks, 
unable to scratch successfully in the engineering barnyard, who eventually dis- 
tinguished themselves by flying off to some pond? But even among the engineers 
and the men of science, it was found, there were more from the bottom decile 
than from any of the fifth to the ninth deciles inclusive, i.e., half the entire class. 
Is a poor school record sometimes the very result of creative ability? May not 
a restless appetite for reaching out toward the far horizon make the predigested 
food of most college courses somewhat nauseating? Certainly these men didn’t 
achieve distinction just because they were at the bottom of the class. 

—F. ALEXANDER Macoun in Mechanical Engineering 9/40 
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Shift Differentials and Rotation 


CONSIDERABLE number of 
A union agreements on file with 
the Bureau of Labor Statistics 
provide for an hour or a wage differ- 
ential for shifts other than the regular 
day shift. If the former is established, 
shift workers are paid the same daily 
or weekly wages as day workers but 
work a smaller number of hours per 
day or week; if the latter, workers on 
the second or third shift work the 
same number of hours as regular day 
workers but are paid at a higher rate. 
The differential may be required for 
all shifts other than the day shift, for 
the third shift only, or for any shift 
beginning or ending before or after 
specified hours. An agreement nego- 
tiated with a manufacturer of automo- 
bile and aircraft parts, for example, 
requires that a 5-cent differential be 
paid for all shifts starting after 12 
o'clock noon. 

Differentials in the number of work- 
ing hours for second and third shifts 
are much less common than wage-rate 
differentials. Typical provisions re- 
quire a full 8 hours’ pay for a work- 
ing period of from 614 to 714 hours 
on the second or third shifts. 

Shift workers are sometimes given 
certain privileges not enjoyed by other 
workers. For example, under some 
agreements workers on the second or 
third shifts are given one or two extra 
rest periods of 10 or 15 minutes each. 
Also, in a number of agreements, shift 
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workers are given a lunch period, fre- 
quently of 30 minutes, without any 
loss of working time, whereas for day 
workers the lunch period is excluded 
from hours of work. Several agree- 
ments provide that during one- or 
two-shift operations, all lunch periods 
must be taken on the workers’ own 
time, but when three shifts are oper- 
ated the lunch periods on all shifts 
are included in hours of work. 

According to the agreements on file 
with the Bureau, shift differentials 
commonly range from 5 cents to 10 
cents per hour, or, if stated on a per- 
centage basis, from 5 per cent to 10 
per cent over the regular rate. The 
actual differential paid is not uniform 
throughout any industry, but a policy 
of paying a wage differential of some 
kind is common in the unionized sec- 
tion of a number of industries, among 
them being automobile manufacture, 
newspaper printing, and shipbuilding. 
Wage differentials are not unusual in 
the unionized sections of several other 
industries or occupations, such as air- 
craft manufacture, rubber, electrical 
and radio manufacture, commercial 
telegraphy, bakeries, newspaper edi- 
torial employees, boilermakers and 
machinists. 

A number of agreements which re- 
quire differentials for both the second 
and third shifts also require a slightly 
higher differential for the third shift 
than for the second. A typical provi- 








sion may require a 5 per cent differen- 
tial for the second shift and 10 per 
cent for the third. Many agreements, 
of course, require the same differen- 
tial for both shifts. 

Where the shift differential is stated 
as a percentage of the earnings, over- 
time premiums may be either in- 
cluded or excluded from the calcula- 
tion of the differential. Many agree- 
ments merely set the differential as a 
proportion of the regular rate, with 
no statement concerning overtime. 

Under most agreements, all work- 
ers on a shift are paid whatever dif- 
ferential is required by the agreement. 
A few agreements, however, set certain 
conditions for receiving the differen- 
tial. An agreement in the aluminum 
industry prescribes a “night” differen- 
tial of 5 cents per hour for all work- 
ers with six months’ seniority, except 
foundry workers. One agreement, ne- 
gotiated with an automobile manu- 
facturer, restricts the payment of a 5 
per cent differential on the second and 
third shifts to those workers who are 
“regularly employed.” 

Shift rotation instead of differen- 
tials is provided in some agreements. 
In this way all workers involved share 
equally whatever shift or night work 
there may be. Usually, shift rotation 
is adopted only in_ establishments 
which regularly operate two or three 
shifts a day. In the establishments 
which add extra shifts for short peak 
seasons, a policy of shift rotation is 
unlikely, since new and temporary 
workers would be the ones involved. 

In a small number of agreements 
scattered throughout several indus- 
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tries, there are provisions which per- 
mit the workers by majority vote to 
decide whether or not shifts shall be 
rotated. In some of these agreements 
the decision must be made by all the 
workers in the plant. In other agree. 
ments, the various departments or 
other appropriate units within the 
plant may exercise their choice inde- 
pendently of the rest of the plant. In 
a few agreements it is provided that 
the union and the employer shall work 
out a plan whereby shifts may be ro- 
tated. 

During a period of changing from 
one shift to another, a worker may be 
required to work two 
shifts. In this situation an exception 
is sometimes made to the requirement 
of penalty rates for overtime. 


consecutive 


In a number of agreements, work- 
ers are given an opportunity to select 
shifts according to their seniority. If 
there is no wage or hour differential 
or other pecuniary consideration, the 
time factor alone will govern the 
workers’ choice. In bituminous-coal 
mining, for example, differentials are 
not provided in the agreements, but in 
filling vacancies on the day shift night 
men have preference over new men. 

Under a small number of agree- 
ments, workers may exchange shifts 
temporarily, for their own conveni- 
ence. Almost invariably the prior 
consent of management must be se- 
cured, and frequently it is required 
that the temporary transfer must be 
accomplished without extra cost to the 
employer and without interfering with 
production. Monthly Labor Review, 
October, 1940, p. 860:13. 
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Light Beams Guard Danger Areas 


ANY machines today are pro- 
M tected by cleverly devised 
mechanical guards, both of the 
stationary as well as the moving types. 
Other machines are protected by elec- 
tronic devices that protect danger areas 
with light-beam fences, or light cur- 
tains as they are often called. Still 
others use capacity controls which in- 
dicate the proximity of either hand or 
body and thereby prevent the down- 
cycle of the press. 

Electronic switches are sometimes 
converted into what have been fre- 
quently described as “touch controls” 
because they act by the slightest touch 
of the finger. Vibration, however, will 
not cause them to operate. 

Slow-acting large presses are some- 
times equipped with one or several light 
beams and photo-cells (electric eyes) 
across the danger area. It is impossible 
for the press to operate during any in- 
terruption of the beams. Claims are 
made for a somewhat increased pro- 
duction, which is explained by the fact 
that the pressman has more free time 
to prepare for the next operation be- 
cause he has not been required to keep 
his hands on the starting buttons. 

When dies that cost many thousands 
of dollars are used, it is important that 
damage to them does not occur through 
some failure of the ejection pins. Loss 
of time in production often represents 
a greater problem than the cost of the 
dies themselves. One bearing manu- 
facturer solved his problem by equip- 
ping medium-sized presses with electric 
eyes which eliminated the possibility of 
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damaging expensive dies, as formerly 
happened when stock was fed in before 
the previously formed piece had been 
removed, At this point in the cycle, 
where ejection took place, a beam of 
light was focused upon a portion of the 
finished piece. If it remained in the 
die because the ejector failed to force 
it out, the light beam would not be in- 
terrupted, and this in turn acted upon 
the photo-cell to stop the press. The 
interference caused by the moving parts 
of the press ram and die was over- 
come by including a micro-switch and 
a cam which was set to close only at the 
instant of ejection. 


A large manufacturer of electrical 
parts had many small presses for clos- 
ing eyelets and folding down rivets. A 
natural tendency of the operators was 
to place their fingers into the danger 
area. Injuries were frequent. It was 
seldom necessary for the girls to hold 
the work in position when the press 
was in motion, although many of them 
thought that they would earn more on 
piecework by following this practice to 
speed up output. One or two “touch 
controls” were placed on either side of 
the machine, and the operator was in- 
structed to touch the exposed slanting 
metal plate as she reached for more 
stock, and at the same time apply pres- 
sure to the foot treadle. When two of 
these controls were used, each had to 
be touched at the same time. Some of 
the operators tended to disregard the 
functional purpose of the treadle, and 
kept a constant pressure upon it, allow- 
ing the touch controls to release the 
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pin which was holding it from use. A 
simple device consisting of a ratchet 
together with the releasing pin dis- 
couraged this “sleeping foot” method 
because all pressure had to be first re- 
lieved before any result could be ob- 
tained. 

However, many small, hand-fed 
presses of this type do not lend them- 
selves readily to the use of beams of 
light and electric eyes as a method for 
safeguarding the operator, usually be- 





cause of natural interferences caused 
by work or by the operators themselves, 
If, however, this danger area can be so 
protected with beams of light and 
photo-cells without introducing other 
problems, the advantages may be well 
worth while. Sometimes equipment is 
included with these présses that will 
stop them almost instantly if the beam 
is broken during any cycle of the 
press. By STEVEN M. Gray. Industry, 
December, 1940, p. 17:2. 


Prison Goods’ Ban Spreads 


PRISON MADE goods, which Congress by an act of 1929 made subject to 
state laws even if in interstate commerce, now are regulated by legislation 


in 38 states. 


Acting to remove prison labor from competition with free labor, 11 states 
have passed laws entirely prohibiting on the open market the sale or distribu- 


tion of prison-made goods, including imports. These states are: 


Arizona, 


Colorado, Florida, Idaho, Kentucky, New Hampshire, New York, Ohio, Rhode 
Island, Tennessee and West Virginia. Although New Jersey, Pennsylvania and 
Wyoming have no legislation restricting the sale of all convict-made goods on 
the open market, present prison policies provide for a closed market. 

With some exceptions, 20 other states have general prohibitions on the 
open-market sale of prison-made goods. Eleven states specifically prohibit the 
sale or distribution of imported prison-made goods within their boundaries. 

Seven states—Alabama, Delaware, Missouri, Nevada, South Carolina, Ver- 
mont and Wyoming—do not regulate the sale of prison products; and three 
states—Iowa and North and South Dakota—only require labeling and impose no 


other restrictions. 


The state-use system, under which the sale of prison goods is limited exclu- 
sively to state departments and agencies, has been adopted by 36 states. Most 
states permit use of prison labor on roads, and many states permit prisoners 
to be used for construction and maintenance of public works. 


—wNation’s Business 1/41 


Union Wages and Hours in the Building Trades 
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oO’ June 1, 1940, the average union wage rate for all journeyman building 
trades in the 72 cities covered in the annual survey of the Bureau of Labor 
Statistics was $1.487 per hour. For union helpers and laborers the average was 
$0.898 per hour. Double time was reported as the agreed-upon initial over- 
time rate in exactly half of the total quotations. Nearly all the other quotations 
gave time and one-half as the initial overtime rate. 

—Monthly Labor Review 11/40 
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Building a Live Mailing List 


HE business man who decides to 

build up and maintain his own 

mailing lists usually imagines the 
job can be accomplished by gathering 
a large quantity of information sources, 
putting them in charge of “a bright 
girl” with a typewriter, and bidding her 
get busy at copying names of the firms 
or individuals desired. Unfortunately, 
such a method is certain to produce a 
loss in direct ratio to the size of the 
list built. 

The standard sources for mailing 
lists are telephone and city directories, 
\rade directories, trade reports, govern- 
ment census statistics, commercial rat- 
ing books, lists of customers compiled 
by firms, tax lists, club membership 
lists, and the records of state, county 
Many fields have 


their own specialized trade directories 


and city officials. 


containing names available nowhere 
else. 

So far as customers are concerned, 
the following sources have been found 
valuable also: press clippings, U. S. 
Treasury salary figures, court proceed- 
ings and tax reports, real estate sales 
records, stock ownership records, credit 
agency reports, personal property sche- 
dules, social registers, lists of charity 
contributors. 

It must be borne in mind that the 
cost of a list of names varies with the 
amount of labor involved in compiling 
and checking them. When they can 
be copied directly from a classified sec- 
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tion, the addresses being attached, the 
cost is low. 

A half cent per name is a very low 
figure. Thirty-five cents a name would 
be a top price, but names bought at 
this figure are quite often well worth 
it on the basis of selectivity. 

The cheapest names available to any- 
one are unquestionably those to be had 
in his own office lists of customers, in- 
quiries, salesmen’s daily reports, etc. 
And where there is no published in- 
formation from which a list can be 
drawn, and the names must be gathered 
by personal investigation, the manufac- 
turer can usually compile and maintain 
a customer list to better advantage than 
any outside agency. 

A reference library from every pub- 
lished source sufficient to cover the 
whole United States costs about $20,000 
annually to maintain, and, of course, 
old directories, rating books, etc., must 
be replaced as fast as new ones are 
published. It is possible, however, in 
many cases, to rent directories from 
firms that publish them, if circum- 
stances do not warrant a purchase. 

Among the questions which the com- 
piler must ask regarding his sources of 
information are: Is the guide, direc- 
tory or rating book issued by a reliable 
firm? Is it the latest available? Are 
the classified advertising sections com- 
plete, or do they contain only the 
names of those who buy space in the 
advertising section? 
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It is well known that in normal 
times between 4,000 and 5,000 firms go 
out of business, or make other moves 
requiring changes of address, each day 
in the United States. It is likewise an 
accepted principle that for every mor- 
tality a new firm comes into being. 

The most stable classification is that 
of architects, who have only a 5 per 
cent change. At the other extreme are 
barbers, lists of whom will be found 
to change 37 per cent in a year. The 
average change reckoned on by the 
large mail-order houses is 15 per cent 
annually. 

The whole task of minimizing wast- 
age in direct-mail or mail-order adver- 
tising and of getting inquiries in quan- 
tity consists of keeping the mailing list 
constantly up-to-date by checking off 
the returned matter and by comparing 
it continually with the most recently 
issued sources of names. 

The trustworthiness of the sources 
having been established, the next step 
is to prepare them for handling. A 
long time is required for one employee 
to go through a Dun & Bradstreet or a 
gazetteer. Every day that passes di- 
minishes its worth. Hence, several em- 
ployees should be put to work on the 
same book. 

The next step is to decide what names 
are to be taken from the pages. Right 
here is where the “bright girl” system 
fails. The experience of every veteran 
list compiler is that untrained or low- 
salaried help simply lacks the judgment 
to scan unaided the average city or 
commercial directory and select intelli- 
gently certain classes of business. 

A truly efficient list-compiling de- 
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partment must have at its head as man. 
ager a person with a broad knowledge 
of all types of business—manufactur- 
ing, jobbing, retailing, etc. This indi- 
vidual should also have for assistants 
persons of mature judgment whose 
minds are trained to grasp new ideas 
and to think in an orderly, logical man- 
ner. 

These assistants, having carefully 
checked the authenticity and newness 
of the source, decide exactly what types 
of names are to be selected—in accord- 
ance with the original request, from 
outside the department—assign a cer- 
tain symbol tothe types of names 
wanted, and pass the pages of the in- 
formation source to other helpers who 
specialize in going through such matter 
and marking the names wanted. These 
helpers, by the way, must possess a 
flair for such work. 

In spite of the utmost care in selec- 
tion, names do get on lists where they 
should not be. To weed these out, it 
is wise to send at least once a year a 
reply card asking whether the recipient 
is a logical prospect for the company’s 
literature, and whether he wishes to be 
kept on the list or tal.en off, and if so, 
why. By far the cheapest and most 
accurate way to detect dead or “re- 
moved” names is to see that every piece 
of mail other than first class carries the 
legend “Return Postage Guaranteed.” 

And now a few generalizations for 
those who wish to establish and main- 
tain their own mailing lists: 

Don’t saddle supervision of the list- 
compiling department onto someone 
who is busy at some other task. Break 
in a person who is to do nothing else. 
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Experience has shown that men are 
better than women at this supervisory 
research work. 

Schedule the revision of your lists 
so that each will be brought up to date 
at regular intervals. Two or three 
times a year is not too often, if the 
issue of information sources makes it 


possible. 


When your total returns of unde- 
livered mail are not greater than 2 
per cent of the names compiled, you 
can be sure that your sources are as 
accurate as can be expected and that 
your list department is functioning 
exceedingly well. 

By Homer J. BucKLey. Commerce, 
October, 1940, p. 21:4. 


Induction Methods of 50 Sales Executives 


TREND toward starting candi- 
dates for sales work in clerical 
jobs is revealed in a survey of 

the induction methods of 50 sales 
managers by the Babson Institute of 
Business Administration. Sixty per 
cent of the executives questioned pre- 
ferred to give inexperienced salesmen 
inside work in the home office, factory 
or branch to familiarize them with the 
business before permitting them to 
contact prospects and customers in 
In industrial sales organi- 
zations, practically all inexperienced 
salesmen are started on inside work. 

Beginner salesmen are usually as- 
signed to one of three types of initial 
inside jobs: (1) clerical, (2) manu- 
facturing and laboring, and (3) in- 
side selling. 

More than one-half of the sales 
managers questioned, who start inex- 
perienced salesmen inside, prefer to 
have them work as order clerks in the 
sales department, stock clerks in the 
warehouse, sales statisticians or sales 
correspondents. 

Some sales executives prefer to start 
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their future salesmen in the factory 
handling raw materials, operating ma- 
chines, working on the production 
line, or assembling parts for the fin- 
ished product. By starting in the 
plant, the future sales representative 
learns quickly the construction of the 
product and the raw materials that go 
into it, and can more readily appre- 
ciate its merits. The discipline of hard 
work under the direct control of fore- 
men also tests the industry of embryo 
salesmen and develops habits of regu- 
lar activity, in the opinion of those 
sales managers who start their inex- 
perienced salesmen in the factory. 
Factory and labor jobs for future 
salesmen, including truck driving, 
mechanical helping, and mechanical 
service work, account for about 25 per 
cent of the total “inside” jobs assigned 
to candidates for sales work. 

About 15 per cent of the inside work 
of embryo salesmen is inside selling, 
which includes telephone sales work, 
receiving incoming telephone orders, 
telephoning customers between the 
calls of salesmen, or replying to tele- 
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phoned inquiries. In addition, begin- 
ners are often employed as floor sales- 
men serving customers who visit the 
factory or wholesale house. 

About 40 per cent of the sales ex- 
ecutives surveyed prefer to start inex- 
perienced salesmen outside contacting 
prospects and customers. After a few 
days spent in the home office or branch 
in getting acquainted with the product 
and policies of the company, the new 
man is sent into the field to perform 
one of two types of outside sales work: 
(1) direct selling to prospects and cus- 
tomers, or (2) non-selling missionary 
work, including collecting, servicing, 
advertising and sales-promotion activi- 
ties. 

Experienced salesmen hired from 
competitors or concerns in_ related 
lines are preferred by about 30 per 
cent of the sales managers of consumer 
goods. These men go directly into 





the field with little inside training, 

While many inexperienced sales. 
men of consumer goods and services 
are immediately assigned to work in 
the field, beginner salesmen in indus. 
trial sales organizations usually un- 
dergo a more or less lengthy appren- 
ticeship in the factory, laboratory or 
office to acquaint them with the tech. 
nical and more complex features of 
their products. 

The time spent by an inexperienced 
salesman on the first sales job varies 
widely from one week in the factory, 
in many organizations selling individ- 
ual consumption commodities, to 
seven years in clerical work in some 
concerns selling technical lines. The 
average time spent in the first job by 
inexperienced salesmen averages about 
18 months for all products. By Ber- 
TRAND R. CANFIELD. Printers’ Ink, 
December 6, 1940, p. 75:5. 


Supermarkets’ Mushroom Growth 


. 


NLY a few years ago the then infant supermarket movement was declared 

by certain economists to be a depression phenomenon which awaited one or 
both of two fates: desertion by the public or being gobbled up by the chains. 
Today, however, such markets constitute what may safely be called the fastest- 
growing industry of all those unsupported by defense orders. 

As proof of the industry’s phenomenal growth, the Super Market Institute 
cites the fact that there are approximately 7,500 supermarkets in operation 
(5,000 independently owned, 2,500 by corporate chains) which represent a 40 
per cent increase over a year ago. Further, the institute sets forth that today 
20 per cent of retail food sales are made by supers. Enthusiasts say that the 
trend toward supermarket sales indicates that 35 per cent to 40 per cent of the 
nation’s retail foods will be cleared through their stores less than five years 


hence. 


The pace the supermarket industry is setting makes it difficult to distinguish 


definite trends. 


In certain sections of the country, supermarket operators are 


vying with each other to build extremely large stores—some in excess of 
200,000 square feet. In the East, however, particularly in New York, where 
chain competition is the toughest in the country, the trend seems to be toward 
smaller stores called semi-supers or superettes. 


—Business Week 9/28/46 
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Stretching the Advertising Budget 


T E. L. Bruce & Co.* we must 
A stretch a small advertising ap- 
propriation to cover 35,000 
lumber dealers, 25,000 architects, 
150,000 contractors and millions of 
people who might build or remodel— 
but only a small percentage of whom 
will do so in any given year. Briefly, 
these are some of the methods we are 
using : 

1. Spend most of our money on 
products that are susceptible to pro- 
motion, need promotion, and are most 
profitable. This is done in such a way 
that the staple products ride along on 
the publicity for the name “Bruce.” 


2. Fish where the fishing is good. 
As our markets change, so does our 
advertising. Whatever types of build- 
ing are best for a particular year or 
period get the bulk of our advertising. 
Changes in our products and introduc- 
tion of new items also cause us to shift 
our advertising emphasis. Through all 
these changes we try to advertise con- 
sistently to those who sell, specify and 
install our products in a multiple way 
—the dealer, the architect and the con- 
tractor. 


3. Make a “big noise” about the 
advertising we do. Whenever an ad- 
vertising campaign begins, we let the 
trade know about it through our house 
organ, our trade-paper advertising, 
our sales force, and by direct mail. 
We send out regular bulletins to rep- 


resentatives and_ distributors, en- 





* Memphis, Tenn, 
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couraging them to “sell” our adver- 
tising to dealers. 

4, Have our advertising department 
handle as much as possible of the 
work on literature, house organs, dis- 
plays, films, etc. Although our adver- 
tising agency is always consulted on 
everything of this kind, its paid service 
to us is confined to space advertising 
on which it receives commissions from 
publishers. 

5. Use high-quality advertising 
material where the extra cost can 
bring results—low-cost material where 
it will serve the purpose equally well. 
Our literature ranges from 24-page 
booklets printed in four colors to sin- 
gle sheets run off on the mimeograph. 


6. Furnish dealers with small, in- 
expensive folders for general use, of- 
fering booklets to those interested. We 
distribute all 
sparingly. 


expensive literature 


7. Prepare leaflets on several dif- 
ferent products or ideas at the same 
time so that they can be printed in 
combination. In this way it is often 
possible to save as much as 50 per 
cent on printing costs, or to get four- 
color printing at the cost of one or 


two colors. 


8. Try to avoid waste of literature. 
Prior to issuance of a new piece of 
literature which will replace one for- 
merly used, we send out a bulletin to 
our salesmen, distributors and biggest 
dealers asking them to return any of 
the old literature that they have on 
hand. When this comes in we can use 
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it for some special mailing or other 
purpose. 


9. Make widespread use of reprints 
of our advertisements in outgoing 
mail, price lists, and similar promo- 
tional material. Advertising pieces are 
also placed in packages with our prod- 
ucts, 


10. Encourage distributors to make 
mailings on our products by suggest- 
ing ideas and furnishing material for 
campaigns. 

11. Get double use from engrav- 
ings and art work whenever possible. 





For example, plates for our house 
organ are also used in folders and 
pamphlets and vice versa. They are 
also furnished to magazines for pub- 
licity stories and to distributors for 
catalogs. 

12. Keep mailing lists up to date, 
Since 10 per cent deadwood in a mail- 
ing list is a 10 per cent loss on the 
cost of a mailing, periodic checks are 
made on our mailing lists. 

By C. ARTHUR BRUCE. Executives 
Service Bulletin, Metropolitan Life In- 
surance Company, October, 1940, p. 
rs. 





Obsolescence in Home Appliances 


1‘ addition to the very sizable primary market which still exists for most home 
appliances, replacement needs are so great that manufacturers should have no 
fears of market saturation. In the refrigeration field, for example, it is believed 
that starting in 1942 replacement sales will be more important than sales to new 


users and that during the next decade replacements will constitute two-thirds of 
the market. 


According to recent estimates, 17% of vacuum cleaners, 14% of refrigerators, 
19% of gas ranges, and 20% of washing machines are from 10 to 15 years old. 
Approximately 28% of vacuum cleaners, 35% of refrigerators, 27% of gas ranges, 
and 31% of washing machines have had 5-10 years’ use. 

—Sales Management 9/15/40 








PACKAGING CONFERENCE AND EXPOSITION 
The Eleventh Annual Packaging Conference and Exposition of 
the American Management Association will be held on April 1-4 at 


the Stevens Hotel, Chicago. 
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| Ginancial Management 
and Gq) M 
y are 
pub. Your 1941 Tax Headache 
3 for 
HAT “imponderable mess” and __ titled or the kind of income credit you 

date. “tax atrocity” known as the Ex- would get if you calculated it along 
mail. cess Profits Tax Bill has become _ the lines laid down by the law. 
1 the law, and it will be your corporate If the tax is based upon earnings in 
3 are problem for 1941. the base year, it must be noted that the 

The new law affects practically net income subject to the excess profits 
tives every corporation, and it assesses the tax and that computed in base years 
e In- following taxes: are altogether different from that upon 
0, p. 1. A 24 per cent normal tax on which the normal tax is based. A great 








companies earning over $25,000, and 

2. An excess profits tax in which 
you are permitted a choice of deduct- 
ing a credit before applying the tax 
based upon (a) 95 per cent of the 
average earnings from 1936 to 1939 
inclusive, or (b) 8 per cent of your 
“invested capital,” plus (c) a specific 
credit of $5,000. 

The right to select one of the two 
credits in the determination of excess 
profits is made at the time a return is 
filed. The “average earnings” credit 
(generally speaking) is 95 per cent of 
the earnings in 1936 to 1939 for the 
base period, with the right to call not 
more than one deficit year as “zero.” 
The “invested capital” credit allows a 
credit of 8 per cent of the sum of all 
“equity” capital and 50 per cent of 
“borrowed” capital. 

Since the election of a credit is to 
be made when you file the excess 
profits tax return, it is extremely ad- 
visable that an early study be made of 
the type of credit you will seek. That 
will involve complete consideration of 
invested capital to which you are en- 


January, 194] 


many changes are required and are 
very useful in minimizing the tax. 

It should also be noted that the 
credit based upon income in the years 
from 1936 to 1939 is subject to reduc- 
tions and additions for capital changes 
during 1940. That will involve ad- 
justment of the credit for sales of new 
capital, reductions of capital, changes 
in tax-exempt securities, and distribu- 
tions of certain dividends. 

Fundamentally, the credit based 
upon the invested capital is like that 
used in assessing the excess profits in 
1918 and 1921. If you were in busi- 
ness at that time, you will recall the 
problems that arose in an effort to 
construct invested capital. There is 
one basic difference—50 per cent of 
the borrowed capital (loans evidenced 
by written obligations of the com- 
pany) is admissible. Capital can be 
increased or diminished by the same 
actions as allowed in the old law. | 

Certainly one draws the conclusion 
that it is most advisable to begin nec- 
essary studies at once to construct the 
invested capital. In practically every 
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instance, that will involve a detailed 
review of the company’s activities 
from the date it was organized. One 
point alone will prove that—the sur- 
plus account must be completely re- 
constructed in accordance with the 
new definition of earnings and profits 
laid down in a great many paragraphs 
of the law. The accounting concept of 
earned surplus is completely demol- 
ished. In its place is a statutory con- 
cept which will first require hours of 
study to apply it to your particular 
case, and then undoubtedly many days 
of labor to make the calculations re- 
quired. 

The law permits consolidated re- 
turns in some instances, but the pro- 
vision granting the right is so limited 
that it is not likely to be of great use. 
It gives complete exemption from the 
law when companies can classify as 
personal service corporations. 

It is impossible here to do more 
than skim over a few of the avenues 
of relief open to the average company. 
Serious attention might well be paid 
to the following points: 

(1) The possibility of adjusting 
corporate activities and ownership in 
order to obtain personal service classi- 
fication. 





(2) The abandonment of corporate 
structure in favor of operation as a 
partnership. 

(3) The constant survey of pro. 
posed capital gains and losses in order 
to make certain gains will be exempt 
from the excess profits and losses de- 
ferred until the time when they can be 
deducted. 

(4) The budgeting of income, 
where it is possible, so as to spread it 
evenly—rather than have it fall into 
heavy rates in one year and the lighter 
imposts in another. 

(5) The splitting of corporations 
into small groups that can take advan- 
tage of the relief in normal taxes of- 
fered to companies with incomes un- 
der $25,000. 

(6) The usefulness of consolidated 
returns in order to take advantage of 
losses by some companies. 

(7) The increase of capital by sales 
for cash, notes or property. 

(8) The analysis of earned surplus 
by competent accountants in order to 
ascertain that it is extended to the 
highest possible figure—even if that 
requires correction of entries made at 
any time in the corporate history. 

By J. K. Lasser. American Busi- 
ness, December, 1940, p. 11:3. 





p RECENT FIGURES indicate that the expectation of life at age 20 for men 
in industry is 7.5 years less than that for men not engaged in industry. Indus- 
trial accidents, tuberculosis, specific occupational diseases, and economic factors 
with their effects upon the standard of living are, of course, responsible in part 
for this shortening of life, but ill health attributable or related to working 
conditions must be responsible for a large share of the tragic loss of 7.5 years. 
The truth is that disabling sickness, non-disabling sickness, and premature death 
are extremely common among industrial workers, particularly among certain 


groups. 


—Dr. Wave Wricut, quoted in Industrial Medicine 12/40 
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Combating Fire Hazards 


1939, according to the National 
Association, 


Tos: six leading causes of fire in 


Fire Protection 
were: 

1. Matches and smoking. 

2. Exposure from adjoining or 
other buildings. 

3. Careless handling of electricity, 
fuses, cords and electrical appli- 
ances. 

4. Chimneys, flues, stacks—defec- 
tive and overheated. 

5. Stoves, 
pipes. 

6. Spontaneous combustion. 

There are five principal sources of 
fire hazards: first, the basic structural 
condition of the property; second, the 
handling of special hazards, such as 


furnaces, boilers and 


combustible materials and dangerous 
processes; third, the adequacy of “first 
aid” fire appliances; fourth, electrical 
hazards; fifth, housekeeping. 
Ordinarily, there’s not much to be 
done about faulty basic construction 
in old buildings except at great ex- 
pense. Many old buildings are fire 
traps, and to make them anything 
else would require an expenditure al- 
most sufficient to construct new build- 
ings. Nevertheless, certain things can 
and should be done to reduce the 
danger to a minimum; such steps, for 
example, as the enclosing of elevator 
shafts, the installation of fire doors, 
and the use of wire-glass windows to 
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prevent the spread of fire to adjoining 
buildings. 

In the case of new buildings, struc- 
tural deficiencies, from the fire stand- 
point, can be avoided by submitting 
the plans to a recognized fire-preven- 
tion engineer before construction be- 


gins. 
Special hazards require special 
treatment. When a manufacturing 


process involves the use of combusti- 
ble materials, that part of the plant 
should be isolated, while paints, oils, 
gasoline and kerosene belong in spe- 
cial warehouses. 

The common first-aid fire protection 
devices—fire extinguishers, sprinkler 
systems, and the like—are exceedingly 
important in checking fires before 
they can get a good start. But unless 
these devices are suitable for the type 
of hazard faced, they can do more 
harm than good. 

Electrical hazards are widely preva- 
lent, and it is fortunate that they can 
be taken care of at little expense in 
most instances. 
trical conductors and equipment is 


Overloading of elec- 


encountered constantly. 

Electrical manufacturers have been 
active in developing safeguards to 
prevent abuse. Automatic cutouts to 
prevent overloads on motors are an 
example. 

Good housekeeping is not only the 


most effective means of fire preven- 
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tion, but also the cheapest. In fact it 
returns a profit, for a clean plant cuts 
insurance costs and_ inspires better 
work from employees. 

Oily waste belongs in approved 
metal containers, which are cleaned 
out regularly. Dirty clothes of work- 
men also cause spontaneous fires, and 
they too should be kept in approved 
metal lockers. Cleaning mops are in 
the same category. 

Many large companies undertake a 
fire survey each year. Some have this 
done semi-annually, while a few have 
quarterly and even monthly inspec- 
tions. These inspections, to be worth 
while, must go far beyond the noting 
of dates on fire extinguishers, check- 
ing up on the watchman services, and 
testing the hose and sprinkler system, 
although these are among the basic 
considerations. Furthermore, the fire- 


prevention engineer's report should go 





direct to the head man: otherwise the 
criticism of some department or de. 
partment head may be quietly filed in 
the wastebasket. 

Watchman service, so essential to 
fire protection, oftentimes is deplora- 
bly weak. This work is not for an old 
pensioner; it requires an able-bodied, 
alert and dependable man, and the 
pay should be adequate to attract and 
hold this type of individual. 

Responsibility for fire prevention 
rests squarely on the chief executive 
in every business organization—it is 
too important to be delegated to any 
lesser officer. And though we cannot 
expect the president of a large corpo- 
ration to go around his plants each 
day in search of fire hazards, we do 
expect him to see to it that proper in- 
spections are made regularly and that 
all precautions are rigidly enforced. 
By JaMeEs STEEL MAHAN. Commerce, 
October, 1940, p. 16:4. 


This Firm Has a Credit Committee 


At 


the Supplee-Biddle Hardware Co., of Philadelphia, a Credit Committee 
functions whenever $1,000 or more credit is requested. This committee is 


composed of the three credit managers, the treasurer and the secretary of the 


company. 


After an information folder has been completed on such an account, it is 
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passed around to each member of the committee accompanied by a form on 
which he is to record his opinion. These opinions are retained and constitute 
a permanent record in the credit file. It very rarely happens that the committee 
does not agree. If, however, this should be the case, the matter is referred to 
the president of the firm for final decision. 

This system protects the individual credit man from blame in case of default. 
It has helped prevent large credit losses by minimizing the human element in 
the granting of credit. 

The delay occasioned by the procedure is insignificant. Credit information 
folders receive immediate attention from the committee members and are returned 
to the credit manager concerned the same day. 

—Credit and Financial Management 12/40 
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Comprehensive Dishonesty, Disappearance and 
I to Destruction Policy 
lora- 
old FURTHER major step in the simplification of insurance coverages was taken 
; last July 1, when a new policy for commercial concerns was placed on the 
died, market. The new policy embraces within a single contract coverages that pre- 
viously required the writing of five separate policies. 
the ; : ‘ ; 
The new policy, known as the Comprehensive Dishonesty, Disappearance 
and and Destruction Policy, is designed to provide in the one contract complete 
coverage for commercial concerns against losses resulting from burglary, em- 
P bezzlement, forgery, fraud and similar dishonest acts committed either by 
ion employees or persons not employed by the assured. In addition, it indemnifies 
itive against loss caused by the disappearance or destruction of money and securities. 
bb As the policy embodies coverages belonging to both the casualty and fidelity 


fields, it was formulated and drafted by the three recognized organizations in 
any those fields—the National Bureau of Casualty and Surety Underwriters, the 
inot Surety Association of America, and the Towner Rating Bureau. 





Among other things, the new policy probably establishes a record for con- 
6 al ciseness. It contains five insuring agreements embracing the following coverages: 
ac loss through dishonesty of employees; loss of money and securities within 
; 8 : ons : 
d premises, including damage to premises and equipment; loss of money and 
” securities outside premises, and other loss and damage outside premises; loss 
in- of securities from safe deposit boxes; and loss through forgery of outgoing 
P gery g 
h instruments. 
‘hat —The Insurance Broker-Age 7/40 
ed. 
rce, 


Oneida’s Security Wage Plan 


( NEIDA, LTD., Oneida, New York, prominent silverware manufacturer, has 
tackled the vexing problem of securing incomes for its hourly-rated and 
piecework employees. In February of the current year, following months of 
study to formulate a plan that would achieve general acceptance and reasonable 
permanence, the concern’s general manager placed in effect the Security Wage 
Savings Plan. 

The purpose of the plan is to offer the workers a minimum weekly pay of 
36 hours for 49 weeks. It is based on Oneida’s standard work week of 40 
hours and a work year of 49 weeks—one week out for inventory shutdown, one 
week for vacation, and six days for recognized holidays. Whenever lack of work 
forces an employee’s hours of work below 36 in any one week, there is a with- 
drawal from the Security Wage fund so that the pay envelope contains pay 
for 40 hours. 

Each employee subscribing to the plan has a Security Wage Savings Account. 
This is built around the Security Wage, an annual bonus payment equal to 72 
hours of credit, if the employee has been with the company for one year but 
} less than five years, and 80 hours, if the employee has had five or more years 
of service. 

The fund is formed by deposit of the annual Security Wage bonus and by 
deposit of all overtime pay credits in excess of 44 hours weekly. When the 
account reaches 120 hours of credit, overtime deposits automatically stop, but 
they are resumed again when it falls below that mark. 

—American Business 12/40 
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The Management Question ox 


Questions and Answers on Management Practice 
Based on the Inquiries Received by the AMA Research 
and Information Bureau. 


Individual replies are made promptly either by mail or telephone to inquiries 


received by the Research and Information Bureau, This service is available to 


executives of concerns holding company memberships. The questions cited here 
are those which it is believed are of general interest to the membership. 


Need for Directors’ Liability Insurance 


Question: There have been occasional references in recent years to the need for 


developing some form of liability insurance to protect corporation directors, 
Can you give us any information regarding this type of protection? 


Answer: Resignations from corporate directorates by prominent business lead- 
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ers have served to emphasize the increasing difficulty of obtaining and re- 
taining properly qualified board members. Because of the broad obligations 
that must be assumed, some companies have already taken steps to protect 
directors against damage claims and nuisance suits by providing for indem- 
nification from company funds. 


There has been some discussion regarding the desirability of developing 
insurance protection for such risks. Several companies have sought a direc- 
tors’ liability insurance policy. Although special policies may be written for 
this purpose, so far as we have been able to determine there is no standard 
policy obtainable in this country. 


Members of the American Management Association were asked in a 
recent survey to tell us whether they desired insurance carriers to develop a 
standard policy form for insuring directors against loss through suits and 
damage claims. One hundred and eighteen companies that are buyers of 
insurance replied to our questionnaire. 


Among the respondents, only five companies stated that since the year 
1933 suits alleging negligence, malfeasance or nonfeasance of duty had been 
brought against their directors. Three of these concerns are engaged in 
manufacturing and the other two in retailing. The amount of damages 
claimed in these suits was between $330,000 and $700,000 for one company. 
The second reported a claim of $347,366, the third $15,000,000, the fourth 
mentioned a claim amounting to several million dollars, and the fifth de- 
scribed its suit as one involving a merger question in which the damages 
claimed were not more than $20,000. 
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Fourteen companies stated that they have made provision for indemnify- 
ing directors against the expense of suits or damage claims. The problem of 
providing adequate protection for directors is apparently a live one, since six 
additional companies reported that they are now considering the matter. A 
number of companies explained they have provided for indemnification to 
directors because of new security issues for which S.E.C. registration state- 
ments were required. Such indemnification is frequently limited to claims 


ir os based on untrue registration statements. 
2 to : , 
here The question on need for insurance was answered by 109 companies. Of 


this number, 70 (or 64 per cent) stated they believe there is a need for 
directors’ liability insurance, and 39 (constituting the remaining 36 per cent 
of the group) did not see any need for it. Seven of those that answered 
affirmatively qualified their answers by “perhaps” or “possibly.” Nine com- 
d for panies did not express any opinion on this question. 

tors, An analysis of the answers with respect to the assets of participating 
companies shows that the vote of almost two to one proportions in favor of 
insurance is spread quite evenly among the different size groups except the 





lead. group whose assets are in excess of $50,000,000. Here the proportion of 
: ” those who do not favor insurance is considerably larger than in the small 
men asset groups. One reason for this discrepancy is given by a large manufac- 
rest turing concern, whose reply states that insurance might be desirable for 
dem- : : : be i 
smaller companies but as far as they are concerned the risk of indemnifying 
directors can be assumed by the company itself. 
ping In explaining why his company favored such insurance, one member 
irec- made the following statement: 
| for 
lard “It is a fact that the need for something in the nature of directors’ lia- 
bility insurance is becoming more and more apparent; without such protec- 
tion it will eventually get to a point where corporations will find it difficult, 
na if not impossible, to induce individuals to serve on their boards. Presumably 
pa a board of directors is elected for the most part because of the contribution 
oad the members make to the operation of the business and because they already 
of enjoy the distinction of an unquestioned reputation for integrity and good 
judgment. 

“Now, if after the exercise of their best judgment in the conduct of the 
ear affairs of any corporation, it develops that a different action would have been 
een better, that is a matter of hindsight rather than foresight, and as long as we 

fae mortals cannot function up to the 100 per cent mark, we will make mistakes; 
ges and our greatest endeavor should be to do more things right than we do 
wrong. 
ny. 
rth In asking members to express a preference for the type of insurance they 
de- would like to have, three alternatives were offered. Despite a reminder in 
ges the questionnaire that premium charges increase as the indemnity afforded 


becomes more comprehensive, a majority of the 83 members who answered 
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this question voted for the most complete type of coverage—namely, a policy 
that would provide indemnity against expenses plus judgments or settlements, 


‘‘Waiting Time’’ for Disability Benefits 


Question: What is the usual waiting period under formal company plans for 


compensating hourly workers during absence due to illness or non-occupa- 
tional accidents? 


Answer: Among such plans which have come to our attention, the seven-day 


waiting period before benefits begin is still most frequently found. However, 
several plans provide for a two- or three-day period. There has lately been 
a tendency to shorten the period where this proves feasible. Two large com. 
pany plans which have been announced in recent years provide for a two-day 
period plus the fractional part of the day on which the employee becomes 
unable to work. Another large concern has just announced curtailment of 
the waiting period from seven to five days, with the statement that it looks 
forward to reducing the interval eventually to three working days. These 


three more recent plans are all non-contributory, i.e., financed entirely by 
the company. 


Rehiring Rejected Draftees 


Question: In the event that a conscripted employee is eventually rejected at the 


induction center after examination by Army physicians, is his employer 
obliged to reinstate him in his job? 


Answer: The Selective Service Act does not specifically cover this point, since 
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the reinstatement for which it provides is to take place after satisfactory 
completion of military training. Cases of men subsequently rejected after 
having been drafted are relatively few in number, however, and it is expected 
that few employers will demur at restoring these men to the payroll. C. A. 
Dykstra, Director of Selective Service, has been advised that most employers 
are reinstating such men in their former jobs, and he has asked the state 
directors to utilize every facility at their disposal to bring about such re- 
employment. Mr. Dykstra says: “When a man responds to a call for military 
training, he is fulfilling his obligation to his country. When, for some reason 
beyond his control, he is prevented from entering its armed forces, he never- 
theless should be considered as having discharged his responsibility and 
should be protected in doing so.” Employers are deemed to be rendering a 
patriotic service in rehiring these men. 
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Survey of Bochs for Executives 








Sales Control by Quantitative 
Methods. By R. Parker Eastwood. 
Columbia University Press, New 
York, 1940. 334 pages. $3.50. 


In approaching the problem of sales 
control, one finds the field roughly di- 
visible into two parts. The first is 
represented by methods and techniques 
appropriate for making the budget 
estimates. The second is concerned with 
means and methods for making the 
estimates effective. Of the two spheres 
of activity, forecasting has been the 
more neglected. Dr. Eastwood’s thor- 
ough study effectively remedies this 
neglect. 

The book deals with the analytical 
tools that have been and may be used 
for the better control of sales. It seeks 
to integrate methods and techniques 
that have heretofore tended to be seg- 
regated. Since the problem of estimat- 
ing sales and establishing standards is 
one that cuts across several fields of 
interest, no single set of analytical 
tools is adequate to handle it. The most 
important contributions have been 
made by accountants, statisticians, and 
market research analysts. Each of these 
specialists has much to gain from a 
synthesis of techniques that ignores 
conventional boundary lines in order 
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to bring out the complementary nature 
of their several quantitative methods in 
dealing with a problem that lies at the 
core of most business enterprises. 

The following chapter headings in- 
dicate the scope of the volume: The 
Place of the Sales Budget in the Bud- 
getary System; Ratio Analysis of Sales 
and Costs; Measurement and Predic- 
tion of Long-Term Forces Affecting 
Sales and Costs; Measurement and 
Prediction of Medium- and Short- 
Term Forces Affecting Sales and 
Costs; Methods of Collecting Market 
Information; The Theory of Sampling 
as Applied to Market Data; Statistical 
Methods of Testing the Significance of 
Market Factors; Types of Market In- 
dexes and Methods of Construction; 
Combination and Application of An- 


alyses. 


Trends in Industrial Pensions. By 
Murray Webb Latimer and Karl 
Tufel. Industrial Relations Coun- 
selors, Inc., New York, 1940. 88 
pages. $1.00. 


Since passage of the Social Security 
Act, there has been wide speculation 
about the effect of the law on indus- 
trial pensions. This monograph, which 


33 








analyzes some 350 active company 
pension plans, discusses the steps com- 
panies have taken to adjust their plans 
to the national pension legislation. The 
study indicates that, despite the depres- 
sion and the development of the na- 
tional old-age retirement system, the 
industrial pension movement in this 
country has more than held its own. 


The objectives of the monograph 
are, first, to determine whether the 
characteristics and trends found seven 
years ago when Mr. Latimer wrote his 
earlier study, “Industrial Pension Sys- 
tems in the United States and Canada,” 
have persisted, and, if not, the direc- 
tion of any new tendencies; second, 
to analyze the growth or decline and 
the present extent of the voluntary 
pension movement; third, to consider 
the adaptation of private pension sys- 
tems to governmental old-age insur- 
ance legislation. The monograph takes 
into account provisions of company 
pension plans to January 1, 1939. 


The text of this brief study includes 
Recent De- 
velopments Affecting Pension Plans, 
Spread of the Pension Movement, Pri- 
vate Pension Plans and the Federal 
Pension System, Eligibility for Partici- 
pation in Pension Plans, Conditions 
for Retirement, Determining Pension 


the following sections: 


Allowances, Vesting of Annuities, 
Growth in Number of Pensioners and 
Amount of Pension Payments, Extent 
of Funding, and Changes in the Basis 
of Reinsurance. The discussion is sup- 
ported by 26 appendix tables sum- 
marizing significant features of the 
plans, comparing benefit rates and 
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amounts, and presenting certain phases 
of financial experience. 


A Guide to the Organization and 
Operation of a Central Trans. 
cribing Department. By Carl H. 
Page. Life Office Management As. 
sociation, New York, 1940. 183 
pages. $2.75. 


Many companies that have installed 
or are in the process of installing a 
central transcribing or stenographic 
department will agree heartily with 
the prefatory remarks of Mr. Page. 
Up to now there has been some scar- 
city of “what” and “how” material 
concerning central transcription. This 
organization and operation guide does 
much to fill the void. 


The contents are arranged in excel- 
lent sequence to aid in effective in- 
stallation and efficient operation of 
such a unit. In any work project we 
are concerned with what has to be 
done, how it will be done, who will 
do it, where and with what it will be 
done, and how results will be mea- 
sured. Each part is dependent on 
the other, and all are essential to ef- 
fective accomplishment. 

Mr. Page, in outlining the need for 
and the details of a preliminary in- 
vestigation, has stressed several very 
important facts, such as the respon- 
sibility of management, analyses of 
accuracy, speed and cost, conduct of 
a preliminary survey, and the appli- 
cation of the survey results to the 
planning of a central unit. 


In his remarks on the selection and 
training of employees for the trans- 
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cription unit, Mr. Page has been brief 
but thorough. He recognizes the fact 
that pertinent material on this topic 
is plentiful and accordingly has 
stressed only the essential points. 

Much credit is due the author for 
his method of handling such problems 
as location of the unit, the floor plan, 
equipment and supplies. These are 
dificult because the problems. en- 
countered in small and in large com- 
panies differ. Mr. Page presents solu- 
tions which should be acceptable to 
both groups. 

Rarely will two companies utilize 
the same work methods over a period 
of time, but the best start is a simple 
one such as the writer has out- 
lined. He has commented on such 
detail as the obligations of the dic- 
tator, time schedules, classification 
and distribution of work, messenger 
service, work slips, and actual me- 
chanics of operation. 


Probably the most controversial 
phase of Central Transcribing is the 
measure of work. Here again, most 
companies after a short time develop 
their own system of production mea- 
surements. Mr. Page, in endeavoring 
to answer this difficult problem, devi- 
ates for the first time from the 
simplest solution. He presents a mul- 
tiplicity of forms and does not make 
full use of the work slip, which should 
be the guide to all production figures. 
Daily and weekly report forms eventu- 
ally prove cumbersome to the central 
transcription unit and to the unit re- 
ceiving such records. Most companies 
have found monthly reports more 
practicable. 
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The text might well have included 
a brief statement of the functions of 
a central transcription unit. This de- 
partment may be any one or a com- 
bination of the following units: 

A. A convenience unit. 
Frequently, especially in cleri- 
cal divisions, Central Trans- 
cribing serves as a time-saver 
during peak loads, and the 
cost of installation can be com- 
pensated for only by increased 
efficiency. 

B. A production unit. 

The concentration of typing 
and stenographic work in one 
unit results in increased pro- 
ductivity—an essential to large 
companies, especially those 
where time schedules represent 
an important factor. 


C. An economy unit. 

The specialization, flexibility 
and enhanced productivity 
which result from central 
transcribing naturally lower 
costs. 

In several instances Mr. Page men- 
tions the advisability of referring to 
certain articles on specialized subjects 
—e.g., floor plan, personnel, etc. He 
might well have mentioned the wis- 
dom of inspection trips to review cen- 
tral transcribing units during and 
after an installation. 

Considerable analytical research is 
evident in this guide, which should 
prove a helpful contribution to the 
field of office management. 

Reviewed by Joseph P. Williams, 
Jr., Planning Assistant, The Pennsyl- 
vania Company. 
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Briefer Bock Notes 





THE OUTPUT OF MANUFACTURING INDUSTRIES, 1899-1937. By Solomon Fabri. 
cant and Julius Shiskin. National Bureau of Economic Research, Inc., New York, 1949, 
685 pages. $4.50. This book offers a comprehensive survey of the output of American fac. ~ 
tories during the period 1899-1937. Based on the most extensive data available, it proceeds 4 
from a general summary of broad changes in factory production and their significance for — 
the national economy to a detailed presentation of indexes of output for all manufacturing — 
combined, for 15 groups of kindred industries, and for 140 individual industries. 


BUILDING CYCLES AND THE THEORY OF INVESTMENT. By Clarence D. Long, Jr, 
Princeton University Press, Princeton, N. J., 1940. 239 pages. $2.50. A thoroughgoing 
attempt to explain the fundamentals of building cycles and their role in waves of income 
and employment. Mr. Long has compiled a unique set of long-period indexes of building 
which make it possible to go to the roots of the problem. The theory of investment is handled — 
in terms of a realistic, critical development of the investment-consumption interaction, 


M-DAY: BANKING AND FINANCE. By A. Philip Woolfson. Brady Publishing Corpo. — 
ration, Cambridge, Mass., 1940. 116 pages. $2.50. An attempt to appraise the effect of the — 
rearmament program and our possible involvement in war on our industrial economy and — 
the banking system. Considers how M-Day will affect bank credit extension, interest rates, — 
the development of branch and unit banking, bank investment policies, bank personnel prob- — 
lems, and bank personal loan business. 


THE CONDITIONS OF ECONOMIC PROGRESS. By Colin Clark. The Macmillan © 
Company, New York, 1940. 504 pages. $5.00. This book consists in essence of a comparative | 
study of the investigations which have been made in all the principal countries into national — 
income, and economic factors bearing upon national income. On the absolute levels of real — 
income per head, on the extent of unused productive capacity, on the rates of growth of real — 
income, and a series of other subjects, comparative data are brought together for all the — 
countries for which they are available, the results discussed, and various conclusions drawn. — 


ACCIDENT-AND-HEALTH INSURANCE. By Edwin J. Faulkner. McGraw-Hill Book 
Company, Inc., New York, 1940. 366 pages. $4.00. An exhaustive treatment of the p 
functions and methods of this highly important form of insurance protection. Telling 
what disability insurance is, what it does, how it operates, and why, the book covers compre- 
hensively the various ways of indemnifying financial loss due to disability, and describes the 
principles and practices of all phases of accident-and-health insurance underwriting. 


YOUR CORPORATION TAX: HOW TO KEEP IT DOWN. By J. K. Lasser. Simon 
and Schuster, New York, 1941. 128 pages. $1.00. A practical guide to corporate taxation 
as it now stands, with especial emphasis on the Excess Profits Tax Law. Contains all requisite — 
information, outlines methods of calculation, lists what is allowed and disallowed, and pro- 
vides master charts for rechecking the accuracy of the final computations. 


INTERNAL CHECK AND CONTROL FOR SMALL COMPANIES. By M. E. Murphy. ~ 
Public Affairs Press, Washington, D. C., 1940. 52 pages. $1.00. An able presentation of the 
basic principles and applications of the devices of internal check and audit, together with — 
a consideration of the significant relations between internal control in general and the inde- 
pendent “external audit.” Addressed particularly to small concerns, where employee defalca- 
tions frequently occur. 
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